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Abstract
Firms frequently change their business models in order to respond to internal and external
challenges. This study aims to explore how investments banks adjust their business models
in response to internal and external challenges. Based on a qualitative data from ten major
investment banks operating in the largest financial market in the Middle East, we show that
investment banks can achieve resilience by adjusting their business models through contin-
uous activity changes in response to internal and external challenges. Specifically, invest-
ment banks adjust their business models through deploying alternative combinations of
activities from a broad repertoire of activities. Within the same bank, divisions that respond
to external challenges tend to sustain their performance, whereas resilient divisions that
respond to both internal and external challenges tend to bounce back or achieve substantial
increase in performance levels. This study contributes to the literature by proposing
resilience as an alternative approach to business model innovation and by providing insight
into how firms adjust their business models by altering specific activities in response to both
internal and external challenges.
Keywords Businessmodel innovation . Investmentbanks .Financial services .Resilience .
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Firms frequently change their business models (BMs) in order to respond to internal
and external challenges. While some firms need to respond to internal challenges such
as organisational capabilities (Teece, 2018), and learning processes (Futterer, Schmidt,
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&Heidenreich, 2018), other firms need to address external challenges such as changing
demands of stakeholders (Amit & Zott, 2015), new technology (Cozzolino, Verona, &
Rothaermel, 2018), and deregulation (Casadesus-Masanell & Ricart, 2010). Business
Model Innovation (BMI) has been suggested as a way to respond to these challenges by
adjusting BMs, and as a new source of innovation that goes beyond product and
process innovation (Osiyevskyy & Dewald, 2015). Although there is no commonly
recognised definition of a BM, scholars tend to agree that a BM is about the value
proposition the enterprise delivers to its customers, how it creates that value, and how it
captures a portion of it (Wirtz, Pistoia, Ullrich, & Göttel, 2016; Massa, Tucci, & Afuah,
2017; Foss & Saebi, 2017). Moreover, researchers are increasingly becoming interested
in how BM evolves over time (Saebi, Lien, & Foss, 2017).
There is an ongoing debate regarding what constitutes a BMI. Some scholars claim that
BMI constitutes varying degrees of innovation. As Khanagha et al. (2014: p. 324) put it
“activities can range from incremental changes in individual components of business
models, extension of the existing business model, introduction of parallel business models,
right through to disruption of the business model, which may potentially entail replacing
the existing model with a fundamentally different one”. Researchers advocating this
inclusive definition highlight that BMI could be new to the firm as well as new to the
industry. Studies show that BMI may affect only a single component (e.g. Schneider &
Spieth, 2013), “one or more” components (e.g. Sorescu, Frambach, Singh, Rangaswamy,
& Bridges, 2011), “two or more” components (e.g. Lindgardt, Reeves, Stalk, & Deimler,
2009), or the entire BM components and the links between the components (e.g.
Velamuri, Bansemir, Neyer, & Möslein, 2013). However, other scholars stress that BMI
has to be new to the industry (e.g. Aspara, Hietanen, & Tikkanen, 2010). Innovation here
is typically disruptive where a completely new BM is introduced. In differentiating the
types of BMI, Foss and Saebi (2017) use two dimensions of BMI, namely the degree of
novelty (new to a firm vs. new to an industry), and scope of innovation (modular vs.
architectural change). As a result, they suggest four types of BMI: evolutionary (fine-
tuning process), adaptive (changes in the overall BM that are new to a firm), focussed
(changes within one area of the BM), and complex (change the entire BM).
The BMI literature suggests that firms can adjust their BMs through adaptation, which is
“the process by which management actively aligns the firm’s business model to a changing
environment” (Saebi et al., 2017, p. 569). Some studies focus on how firms adapt their BMs
suggesting several approaches namely trial-and-error (Morris, Schindehutte, &Allen, 2005),
learning (Teece, 2010), fine-tuning process (Demil & Lecocq, 2010), and continuous
adjustments (Landau, Karna, & Sailer, 2016). Other studies focus on the conditions
facilitating BMI. Firms are more likely to adapt their BMs under conditions of perceived
threat than under conditions of perceived opportunities (Saebi et al., 2017). Despite the
numerous studies on the drivers (e.g. Saebi et al., 2017), processes (e.g. Landau et al., 2016),
and consequences (e.g. McNamara, Peck, & Sasson, 2013) of BM adaptation, there is still
limited knowledge of how firms adjust their BMs.
Another less explored avenue for adjusting BMs is resilience, which is the ability “to
respond more quickly, recover faster or develop more unusual ways of doing business
under duress than others” (Linnenluecke, 2017: p. 4). Dewald and Bowen (2010)
suggest that “resilience depends on a simultaneous internal and external evaluation of
the situation” (p. 212). This line of research stops short of disclosing how firms adjust
their BMs in response to internal and external challenges. To fill this gap, our study
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aims to explore how investments banks can achieve resilience by adjusting their BMs
in response to both internal and external challenges.
We choose to study investment banks for at least two reasons. First, Crotty (2009)
argues that investment banking is a complex and risky business, and investment banks
face continuous shift in market and regulatory environments. For instance, five of the
largest independent investment banks in the US lost their independence in 2008: Bear
Stearns and Lehman Brothers failed, Merrill Lynch was taken over by Bank of
America, and Goldman Sachs and Morgan Stanley became bank holding companies
to qualify for bailout money (Crotty, 2009). One of the main reasons for their failure
has been attributed to the ambiguity and complexity of their BMs. This could be due to
running multiple divisions (i.e. Asset Management, Brokerage, Investment Banking,
and Custody Services) independently with ‘Chinese Wall arrangements’ (Lipton &
Mazur, 1975) to avoid conflicts of interest. Second, investment banks throughout the
world have made significant changes to their BMs after the 2008 financial crisis as they
were forced by regulators to entirely abandon their old BMs by maintaining lower
levels of leverage and accepting lower risk and lower returns (Teece, 2010).
Political and economic instabilities are real challenges for businesses in general and
investment banks in particular throughout theMiddle East. Saudi Arabia, as well as the Gulf
region, has been hit by at least threemajor crises in the past three decades. The first crisis was
the invasion of Kuwait by Iraq in August 1990, and the ensuingGulf war that threatened not
only the economies of the Gulf states but also their very existence (Finlan, 2003). The
second major crisis was the 2006 IPO crisis in Saudi Arabia. This crisis was caused by an
oversubscription to company shares on the Saudi stock market (Jeambey, 2007). From a
peak on 25 February 2006, the Saudi stock market index fell by about 65% (Lerner,
Leamon, & Dew, 2017). The crisis was felt across the entire Gulf economies. The third
crisis was the 2008 global financial crisis, which caused the Saudi stock market to fall even
further than it had in 2006 (Lerner et al., 2017). In addition, the Middle East region is well-
known for its political instability; ranging from the Iraq-Iran war, the Arab Spring, to the
current wars in Yemen, Syria and Libya.
Since the 1980s, the financial sector in Saudi Arabia has been given a priority as part
of the Saudi government diversification policy away from the dependence on oil
revenues (Samargandi, Fidrmuc, & Ghosh, 2014). As a result, the government has
built financial markets, an efficient banking system, and a competitive insurance sector.
Recently, the government launched the National Transformation Program (Saudi
Vision 2030). Evidence suggests that although Saudi Arabia still depends on the oil
sector, investment in Saudi stock market boosts Saudi economic growth (Jawadi &
Ftiti, 2019). The shift in the Saudi policy makers towards a more sustainable economy
and away from oil dependence makes investment banks an ideal context to study how
firms adjust their BMs in response to internal and external challenges.
Theoretical background
Business model resilience
An emerging body of research in BMI advocates that firms respond to internal and
external challenges through resilience. According to Lengnick-Hall and Beck (2005),
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resilience is an organisational capacity to adjust routines in order to overcome chal-
lenges. BM resilience has emerged as one of the key themes in a recent review of
resilience in business and management research (Linnenluecke, 2017). Research in this
area posits that firms are able to respond to challenges through continuously adjusting,
adapting and reinventing their BMs. However, “the boundaries of organizational
resilience have been ill defined and wide ranging” (Dewald & Bowen, 2010: p.
199). This field has included studies that range from continuous adjustment (Hamel
& Valikangas, 2003), surviving an industry attack (Gittell, Cameron, Lim, & Rivas,
2006), and adoption or resistance of new disruptive BMs (Dewald & Bowen, 2010).
Resilient firms maintain a broad repertoire of options to effectively respond to
challenges (Boisot & Child, 1999; Lengnick-Hall & Beck, 2005). Having a flexible
inventory of alternatives enables firms to take a different path from that which is the
usual (Sutcliffe & Vogus, 2003), adopt unexpected and timely responses to market
shifts (Ferrier, Smith, & Grimm, 1999), and increase the odds of success (Eisenhardt &
Tabrizi, 1995). Using the resilience perspective, this study will show the repertoire of
options available to investment banks. To do that, it is necessary to outline the BMI
challenges and dimensions.
BMI challenges
Firms adjust their BMs in response to challenges (Egfjord and Sund, 2020), antecedents
(Amit & Zott, 2015), and/or barriers (Bocken & Geradts, 2019). These challenges have
been argued to impact organisational outcomes including influencing business perfor-
mance (Aversa, Furnari, & Haefliger, 2015), financial sustainability (Santos, Pache, &
Birkholz, 2015), future growth (Gilbert, Eyring, & Foster, 2012), firm’s value (Eyring,
Johnson, & Nair, 2011), competitive advantages (Tallman, Luo, & Buckley, 2018), and
strategic flexibility (George & Bock, 2011). A full review of the BMI literature
undertaken by the authors reveals two internal (challenges top management, and
organisational culture) and seven external challenges, namely crises, regulations, client
demands, new technologies, competitive pressure, industry, and service providers.
Table 1 gives detailed explanation on each of the nine identified challenges. Relevant
references are also provided for each challenge.
Activity-based approach
In BMI research both element-based and activity-based approaches have been used
(Clauss, Kesting, & Naskrent, 2019; Spieth, Schneider, Clauß, & Eichenberg, 2019).
The former is a high abstraction approach that views BMI as a change of BM elements.
Although restrictive, this approach has been used to help communicate changes in BMs
(e.g. Aversa et al., 2015). However, the latter approach views BMI as a change in BM
activities (e.g. Tykkyläinen & Ritala, 2020). This view goes beyond identifying specific
innovation components to by detailing the change in activities performed when
adjusting BMs. Based on this view, we use Ramdani, Binsaif, and Boukrami (2019)
activity-based framework (Fig. 1). This framework consists of four dimensions and 16
sub-dimensions. Unlike previous conceptualisations that identify the elements associ-
ated with BMI, this framework could be used to detail the activity changes within each
sub-dimension.
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The four top level dimensions of BM identify different facets of the firm’s business.
The following is a brief review of these four dimensions:
Value proposition: firms adjust their BM activities by rethinking what a firm sells,
exploring new customer needs, acquiring target customers, and ensuring the
benefits offered will be perceived by their customers. Prior studies in BMI research
show that firms adjust their BMs by exploring various alternatives of core offering
(Clauss, 2017), meeting unsatisfied needs in other markets (Eyring et al., 2011),
altering activities in the value chain to acquire target customers (Kiron et al.,
2013), and articulating a value proposition that is attractive for price-sensitive
customers (Wu, Ma, & Shi, 2010).
Operational Value: firms adjust their BM activities through configuring key assets
and sequencing activities to deliver the value proposition, establishing links with
key partners and suppliers, and exposing the various means by which a company
reaches out to customers. Studies in BMI research highlight that firms can adjust
their BMs through integrating various assets (Al-Debei & Avison, 2010), devel-
oping new processes (Mason & Spring, 2011), forming new partnerships (Clauss,
2017), and adopting new distribution channels (Cao, 2014).
Human Capital: firms adjust their BM activities by experimenting with new ways
of doing business, tapping into the skills and competencies (Hock-Doepgen,
Fig. 1 BMI Framework (Ramdani et al., 2019). Ramdani et al., 2019. Business model innovation: a review
and research agenda. New England Journal of Entrepreneurship, 22 (2): 89–108
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Clauss, Kraus, & Cheng, 2020) needed for the new BMs through motivating and
involving individuals in the innovation process. Prior studies in BMI research
show that firms can adjust their BMs through learning from previous experiences
(Yunus, Moingeon, & Lehmann-Ortega, 2010), changing the level of participation
in performing the activities (Sorescu et al., 2011), adopting different compensation
and incentive policies (Brea-Solís, Casadesus-Masanell, & Grifell-Tatjé, 2015),
and assembling cross-functional teams (Michel, 2014).
Financial Value: firms adjust their BM activities by capturing value through
alternative revenue streams, changing the price-setting mechanisms, and assessing
the financial viability and profitability. Studies in BMI research highlight that firms
can adjust their BMs through introducing new cost structures and revenue models
(Clauss, 2017), exploring ways to manage cash-flows, and generating more profit
(Sorescu et al., 2011).
Research method
In order to explore how investment banks adjust their BMs, this study employs a
qualitative approach (Yin, 2014). Multiple in-depth case studies are adopted because
research in this field is still in its infancy and researchers are seeking new perspectives
(Eisenhardt, 1989). Purposive sampling was used to select investment banks that
operate all four divisions (i.e. Asset Management, Brokerage, Investment Banking,
and Custody Services). As a result, our final sample is 10 fully-licenced investment
banks operating in Saudi Arabia.
To ensure the trustworthiness, the authors addressed credibility, transferability,
dependability and confirmability based on the criteria developed by Guba (1981).
Credibility refers to the internal validity of the data. This was established through the
use of triangulation. Primary data collected through semi-structured interviews was
verified with the available secondary data (annual reports, financial statements,
websites, and brochures). Transferability refers to external validity, which was achieved
through the audio recording and transcription of interviews as well as through the
purposeful sampling to collect the data from various top management positions where
participants included chairman, executives, heads of division and heads of department.
Dependability refers to reliability, which was established through ensuring that partic-
ipants reflect on their experiences covering events that occurred up to 3 years prior to
the interviews as well as recent events. Finally, confirmability refers to the objectivity
of the data, which was achieved through independently auditing the findings, compar-
ing and refining the interpretations among the authors.
Semi-structured interviews were conducted with participants that had key positions
in all four divisions (see the Appendix – Table 6). The participants were asked
questions on their banks’ goals and strategy, followed by a set of questions focusing
on BM activities relating to value proposition, operational value, human capital and
financial value, and questions on the their responses to current internal and external
challenges. Interviews were recorded and transcribed to develop the full cases. The data
was triangulated (Jick, 1979; Gibbert, Ruigrok, & Wicki, 2008) by cross checking the
data with internal documents and publicly available information including the Capital
Market Authority (CMA), the Saudi Arabian Monetary Authority (SAMA), the Saudi
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Stock Exchange (Tadawul) and the Ministry of Finance. In total, we conducted 29
interviews, each of which lasted between 46 and 140 min.
Using the validated transcripts, case studies were compiled for each investment bank.
Then, the data was coded by two researchers independently (Mayring, 2014). After that,
each case was analysed using thematic content analysis to explore how firms adjust their
BMs. By analysing the content relating to challenges and the associated changes in
activities, the authors were able to link what makes firms change their BMs and how they
adjust them. Cross-case analysis (Eisenhardt, 1989) was conducted with two researchers
present looking at comparing BMs as well as the challenges and activity changes for each
division. The researchers went through several iterations between literature, data and
findings until a consistent map was drawn for all BMs. Using the resilience perspective,
a repertoire of activities was developed to show all possible activity changes.
Findings
One of the main findings of this paper is a map that describes the various options available
to investment banks to respond to internal and external challenges. Table 2 presents this
repertoire of specific activities for all four divisions. The first column shows the BM four
dimensions starting with value proposition. The second column shows the four sub-
dimensions for each of the four dimensions. For instance, the first sub-dimension for
Operational Value is “KeyAssets”. The remaining four columns show the actual activities
available as a means to respond by adjusting their BM to potential challenges. For
example, a Brokerage division under the “Distribution Channels” sub-dimension has four
activities (online, mobile, direct calls and branches). This means that if an investment bank
identifies that a threat can best be dealt with from the ‘Operational Value-Distribution
Channels’ side, it can use the online activity alone or in combination with the other three
tools (mobile, direct calls and branches). Of course, the managers can see a solution as a
combination of many dimensions, sub-dimensions and activities.
Table 2 reveals three important aspects of resilience. First, we note the richness and
diversity of activities that can help BMs to navigate through difficult terrain. Although
some cells (as represented by an individual cell in the table) have one or two activities
only, the vast majority of cells contain five activities. The second aspect is the
specificity of various activities to the division and BM sub-dimension. Except from a
single case (Direct communication under “Perceived Customer Value”), activities do
not repeat across divisions or across sub-dimensions. The third aspect is that some
divisions have a richer set of activities than others. The highest is Asset Management
with 59 activities, followed by Investment Banking and Brokerage with 49 and 46
activities respectively. Custody Services has the least activities, with 31 activities only.
Table 3 summarises the main findings of this paper. The rows of the table show the BM
dimensions and sub-dimensions that have been impacted. The columns show the challenges
influencing each of the four divisions. Finally, the cells show whether, for a particular cross
between BM sub-dimension and challenge, the firm uses activities intensively, moderately
or not at all. In the following, we focus only on the most utilised activities.
We begin by highlighting the type of challenges to which divisions are subjected to.
First, different divisions have different types and numbers of challenges. For example,
the Asset Management and Investment Banking divisions have the highest number of
challenges (five each). Custody Services has the least challenges with two only. The
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type of challenges varies across the four divisions, with two divisions sharing no more
than two types of challenges. For example, Asset Management and Brokerage share
“Client Demands” which no other division has. There is one exception. The “Crises”
challenge is shared by three divisions, which makes it the most important challenge to
investment banks. Second, out of the 16 challenges reported by interviewees, only three
are internal (shaded columns), and these are found in Asset Management and Invest-
ment Banking divisions.
The pattern of results shown in Table 3 can be summarised as follows. First,
different divisions deploy different sets of activities even for the same challenge. For
example, if we take the “Client Demands” challenge, Asset Management uses “Rev-
enue Stream” activity, while Brokerage uses “Key Assets” activities (but they use the
same three other activities). Second, different divisions have different intensities of
activity. By far the most activities deployed are for Asset Management, which totals 44
different activities. This division outshines the other three divisions, with the closest
being Brokerage with 14 activities only.
Third, there is a significant difference as to what dimensions of the BM are given
priority in overcoming the various challenges. Here we notice one dominant BM
dimension and two dominant sub-dimensions. The most important dimension is Value
Proposition with 31 sub-dimensions involved throughout the firm. Operational and
Financial Value dimensions are also important with 19 and 16 sub-dimensions respec-
tively. The human capital dimension is virtually inexistent, having only 3 out of the
possible 64 sub-dimensions involved.
The most important sub-dimension is “Core Offering” which is involved in 15 out of
the possible 16 challenges throughout the firm. The second and fourth highest sub-
dimensions are “Customer Needs” and “Target Customers” with 9 and 7 challenges
respectively. All three sub-dimensions form the core “Value Proposition” dimension.
The third most important sub-dimension is “Revenue Stream”, with involvement in 8
challenges. The table also reveals that there are five unimportant sub-dimensions (zero
challenges), and three weak sub-dimensions (3 or 2 challenges in total).
Table 3 Challenges and BMI in All Divisions



































Core offering ● ● ● ● ● ● ○ ● ● ● ● ● ● ● ● ● 15
31Customer needs ● ● ○ ○ ● ● - ● - ● ○ ● ● ● ○ - 9
Target customers ● - ● ○ ○ ○ - ● - ● - - ● ● ● - 7
Perceived Customer value ○ ○ - ○ - ○ - - - - - - - - - - 0
Operaonal 
Value
Key Assets - - ○ ○ ○ ● ● ● - - - ● ● - ○ ● 6
19Key process - ○ ○ - ● ○ ● ○ ● - - ● ● - ○ ● 6
Partners network ○ ● ○ ○ ○ ○ - ○ - ○ ● - - - ● ● 4
Distribuon channels - - ○ ● - ○ ● - - - - - ● - - - 3
Human 
Capital
Organisaonal Learning - ○ - - - - - - - - - - - - - - 0
3Skills and competences ○ ○ ○ ● ● - - - - ○ ● - - - - - 3
Incenves - - - - - - - - - - - - - - - - 0
Training - - ○ ○ - - - - - - - - - - - - 0
Financial 
Value
Revenue stream ● ● ● ● - ● - ○ ● ● - - - - ● - 8
16Cost structure ○ ○ ● - - ○ ● - - - - ● ● - ● ● 6
Cash flow ○ ○ ○ ○ - ○ - - - - - - - - - - 0
Margins ○ ○ ○ ● ● ○ - ○ - - - - - - - - 2
Number of most ulised 
sub-dimensions per challenge 4 4 4 5 5 4 4 4 3 4 3 5 7 3 5 5
Total number of acvies 
per challenge 13 12 8 6 5 6 3 3 2 3 2 1 1 1 3 2
Total number of acvies 
per division 44 14 8 5
● Most utilised activities
○ Least utilised activities
- Not utilised
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Overall, depending on the challenge faced, investment banks respond by adjusting
their BM through deploying alternative combinations of activities from the repertoire.
In Asset Management division, Table 3 shows that investment banks respond to the six
challenges by altering eight sub-dimensions with a total of 44 activities.
To obtain further insights as to what kind of specific activities are used by investment
banks, we produce detailed activity responses to the challenges faced by each division.
We will focus here on presenting the activity responses to challenges in the Asset
Management division (highlighted in Table 4). Activity responses to challenges faced
by other divisions are included in the Appendix.Within the AssetManagement division,
two main sub-dimensions are dominant, namely the “Core Offering” and “Revenue
Stream”. Within “Core Offering”, innovative investment is used as an activity against all
five threats, whereas under “Revenue Stream” the fees-based model is dominant.
In the Asset Management division, investment banks respond to five challenges with a
repertoire of activities. Top management push asset managers to create new investment
products and alter both current revenue streams and overall margins. Asset managers
respond to clients’ demands by creating new investment products to meet needs for new
categories of customers, and adopting a new revenue model that is based on sharing the
returns. In response to financial crisis, asset managers created a new offering with low
margins and low returns to meet the demands of the new customer base that have fixed
income and low-risk profile. To adhere to regulations and maintain the division’s perfor-
mance, asset managers created new funds to target international investors andmodified the
fee structure of some funds to absorb the regulator’s imposed costs. Finally, asset
managers responded to competitive pressure by hiring new asset managers, expanding
the portfolio of investment products, charging lower fees for niche investment products.
For the remaining divisions, the repertoire of utilised activities is detailed in the
Appendix (Tables 8, 9, 10). The Brokerage division responds to four challenges, namely
competitive pressure, new technologies, client demands, and crises. As the competition
intensifies this division invests in its brokerage system to approvemargin lending (loans for
trading) online, and deploy multi-brokerage models where clients are charged either
through trading commissions or lending revenues. The technology challenges were dealt
with by improving the brokerage system to allow clients to trade via online platforms or
through smartphones. Investment banks also deployed multi-channel communication tools
as a means to change some of the key processes such as opening online accounts. This led
to reducing the staff and branch costs, but increased the IT costs. Clients’ demands were
responded to by improving their brokerage systems to facilitate access and transactions for
active traders. After the 2008 financial crisis, investment banks introduced margin lending
to encourage trading. However, after the market stabilised, investment banks changed the
parameters for margin lending to increase returns by charging trading commissions.
Investment Banking divisions face both internal and external challenges, including top
management, service providers, organisational culture, new technologies, and crises. The
response to top management challenges led to diversifying portfolio of investment
services to attract new customers internationally such as corporates and government
institutions interested in buying family-owned businesses. This meant that revenue
streams (such as fixed, transaction-based, and success fees) were negotiated depending
on the deal. One of the teams responsible for IPOs suggested changing a labour intensive
process. A software was developed to automate the process, which led to reducing staff
costs, quickening the process of delivering services, and finishing the deal faster for
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corporates in order to go public. Because banking advisory services depends on the
participation of other parties such as accountants, legal firms, commercial banks, and
underwriters, services may not be delivered in a timely fashion. Thus, in response to
service providers’ challenges, Investment Banking divisions change their partnerships
with legal firms and hire experienced investment banks that are able to deliver reliable
services. The response to new technologies focused on new online andmobile distribution
channels tomake it easier for clients to access services, monitor their progress, and provide
themwith reports. Finally, during times of fluctuations in the market, this division focuses
more on advisory services where non-listed firms prepare their IPOs or preferred private
equities and only go public if the market conditions are favourable.
In Custody Services division, investment banks respond to two external challenges,
namely industry demands and regulations. Custody Services division responded to
industry demands by offering their services to non-listed firms, investment banks, and
mutual investment funds. Technical investment banks partners were established to
perform custody services at a lower cost and deliver these services to other banks
bringing in new revenues. Finally, to adhere to new local regulations, investment banks
were forced to assign an independent custodian to carry out safekeeping and adminis-
tration, which meant that some banks were consuming these services locally through
other investment banks or outsourcing these activities to an international partner. By
improving their custody systems, investment banks incurred new IT costs.
To assess the performance of each division for 2016 and 2017, revenue growth data
is highlighted in Table 5. Looking at the cumulative growth for each division, the data
suggest that divisions responding to only external challenges tend to sustain their
performance levels as highlighted in Brokerage and Custody Services divisions.
However, divisions responding to both internal and external challenges (i.e. Asset
Management and Investment Banking) tend to bounce back in the Asset Management
division and increase growth substantially in the Investment Banking division.
Discussion
Firms respond to internal and external challenges through adaptation and/or
resilience. The adaptation perspective focuses on responding to external chal-
lenges (Saebi et al., 2017), whereas the resilience perspective focuses on
responding to both internal and external challenges. All divisions responded to
external challenges. This may explain the focus of previous studies on
responding to external challenges through adaptation. However, this study shows
that resilience can be achieved by responding to both internal and external
challenges. As a result, revenue growth bounced back in the Asset Management
divisions, and increased substantially for Investment Banking divisions.
In their response to internal challenges, both divisions responded to top management.
Asset managers withheld periodical meetings to discuss performance and review new trends
in the industry in order to develop new investment products. In the Investment Banking
division, financial advisory and arrangementswere deliveredwith guarantees from the top in
terms of execution and professionalism. Different management challenges are posed when
carrying out BMI (Foss & Saebi, 2017). Moreover, Investment Banking responded to the
challenge of organisational culture. By embracing an innovative culture, Investment
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Banking division was able to capitalise on new ideas emerging from internal teams. In short,
creative culture has positive effects on firms undertaking BMI (Bock et al., 2012).
In their response to internal and external challenges, investment banks maintain a broad
repertoire of activities that are used to adjust their BMs. Firms keep a broad repertoire of
options to overcome challenges (Boisot & Child, 1999; Lengnick-Hall & Beck, 2005).
Although previous studies claim that firms are able to respond to challenges through
continuously adjusting their BMs (Landau et al., 2016), it is not clear how such a continuous
adjustment of BMs takes place. We demonstrate how investment banks continuously adjust
their BM through deploying alternative combinations of activities from the repertoire in
response to specific internal and/or external challenge.
To adjust their BMs, investment banks modify a combination of activities. Previous
studies in BMI have shown that firms adjust their BMs by changing a single component to
replacing the entire BM (Saebi et al., 2017). This study shows that investment banks deploy
a variety of activities. While the most important set of activities are found within the value
proposition, followed by the operational value and the financial value dimensions, the lowest
activity changes occur in the human capital dimension. This could be due to the challenges
faced, the nature of the industry, and the context. This study shows that investment banks
tend to mainly respond to external challenges including clients’ demands, crises and
competitive pressure. In their response, investment banks focus more on rethinking their
value proposition through expanding their core offering and meeting customer needs.
Previous studies have focused onmodifying the value proposition due to external challenges
(e.g. Demil & Lecocq, 2010). Moreover, the nature of the financial services industry could
have influenced which activity changes investment banks must focus on. The operational
value and financial value activities remain less changeable than value proposition due to the
maturity of the industry as well as the stringency of the regulatory environment. Also, it is a
well-known practice that investment banks attract the highest talents because they can afford
them. This may explain why human capital activity changes are the lowest changed
compared to other activities. According to Chivers (2011), training in investment banks
tend to be more “informal and on-the-job in nature”. He argues that this informal learning
Table 5 Revenue Growth for All Four Divisions
Bank Asset Management Brokerage Investment Banking Custody Services
2016 2017 2016 2017 2016 2017 2016 2017
A −29% 64% −31% −22% −66% −50%
B −83% 92% 21% −31%
C −38% −23% −35% −34% −87% 825%
D 5% −15% −35% −89%
E 7%
F 97% 76% −12% −20% 73% 347% 100% 31%
G −12% 2% −31% −25% 79% 0.2% 56% 18%
H −21% 15% 10% −26% 34% 553%
I 34% 24% −23% −24% 122% −68% 100% 27%
J −37% 23%
Cumulative Growth −45% 235% −195% −216% 176% 1575% 256% 83%
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was “ad hoc, poorly recorded, and limited in scope”. Also, he claims that investment bankers
prefer learning by doing. This may explain why human capital activity changes are the
lowest changed compared to other activities. Previous studies show the particularity of
certain industries (e.g. Aversa et al., 2015). Finally, the context of this study might have
influenced activity changes. This study is conducted in an emerging economy, where the
BMs are usually replications of existing BMs in developed economies rather completely
new BMs. This could explain why activity changes focus more on the value proposition to
adapt their replicated BMs (Landau et al., 2016).
Theoretical implications
By revealing how investment banks adjust their BMs in response to internal and external
challenges, this study makes at least four contributions to BMI literature. First, it
confirms that firms adjust their BMs not only in response to external challenges (Amit
& Zott, 2015), but also in response to internal challenges (Teece, 2018). In this paper, we
summarise and list the internal and external challenges that influence firms to change
their existing BMs. Also, we show that resilience can be achieved by responding to both
internal and external challenges. Second, this study provides important insights into how
firms change their existing BM using a repertoire of activities. Using the resilience
perspective, this study provides insight into how firms adjust their BMs by altering
specific activities, an area that has not been sufficiently covered. This study captures
activity changes by empirically examining the BMI framework. Third, this study brings
together internal and external perspectives of the BMI literature, and provides evidence
on the challenges and the associated activity changes for each of the four investment
banking divisions. Fourth, this study adds evidence to industry-focused BMI by exam-
ining BMI in an understudied industry context (i.e. investment banks).
Managerial implications
This study has several implications for senior executives, analysts and regulators. It
provides senior executives with a repertoire of activities that can be used to adjust their
BMs. The repertoire can be used in conjunction with internal and external challenges to
navigate BMI. This repertoire can be used not only by executives working in investment
banks, but also by executives in other sectors to develop their own repertoire of potential
BMs. Moreover, this study provides analysts and investors with a tool to help them
understand investment banks BMs. The repertoire could be used by investors and
financial analysts to complement their financial, industry and company analyses. By
using this repertoire, analyst could demystify the complexity of activities, identify risks
for each activity, and rationalise the different financial and operational performances.
Furthermore, this repertoire could be used by regulators to legislate based on informed
understanding of activity changes. This repertoire could help regulators navigate activity
changes, communicate these changes with investment banks, and legislate accordingly.
Limitations and future research
Apart from the typical limitations that apply to qualitative studies, we highlight three areas
for future research. First, this study fills a significant gap in our understanding of the internal
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challenges (Foss & Saebi, 2017) by demonstrating that firms need to respond to top
management and organizational culture. Future research should further unravel other
internal challenges such as organisational capabilities. Second, this study demonstrates that
investment banks achieve resilience through continuously adjusting their BMs by maintain-
ing a repertoire of activity changes. Future studies should explore flexible repertoires of
options in other industries and how they compare to the findings of this study. Also, it will be
interesting to track the sequence of activity changes, which was not captured in our study.
Another avenue for future research is to investigate the levels of resilience among a group of
firms facing similar internal and external challenges. Third, although this study showed how
firms adjust their BMs in response to internal and external challenges and the associated
performance levels for divisions, more research is needed to show activity changes and link
them to performance levels. It would be interesting to further examine the association
between BM changes and firm performance.
Conclusion
The aim of this study was to explore how investments banks adjust their BMs in response
to internal and external challenges. Using the resilience perspective, case evidence from ten
investment banks operating in the largest financial market in the Middle East was quali-
tatively analysed. The findings of this study suggest that investment banks adjust their BM
through continuous activity changes in response to internal and external challenges. To
overcome challenges, investment banks maintain a broad repertoire of activities that are
used to adjust their BMs. Investment banks respond by adjusting their BMs through
deploying alternative combinations of activities from the repertoire in response to specific
internal and/or external challenges. In their response to internal and external challenges,
investment banks deploy a variety of activities. While the most important set of activities
are related to the value proposition, followed by the operational value and the financial
value dimensions, the lowest activity changes occur in the human capital dimension.
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Table 7 Examples of internal and external challenges facing investment banks in Saudi Arabia
Challenges Examples
Internal Top Management • Providing employees with space to create new products
• Restructuring the division into two business lines
Organisational Culture • Building strong, committed and professional teams
• Encouraging and implementing new ideas suggested by teams
External Crises • Global financial crisis 2008
• Saudi stock market crash 2006 and 2015
Regulations • CMA opening up of the financial markets to foreign investors
• Amendments of IPO rules
• CMA stop issuing licences for real estate funds
• Forcing investment banks to work with custody firms
Client Demands • Low-risk products
• Islamic products
New Technologies • Online trading
• Smartphones’ apps trading
• New IPO system
Competitive Pressure • Offering products with competitive fees
• Increasing discounts in trading commissions
• Offering margins trading
Industry Demands • Guarantee bank equities
• Custody services to be provided by
• third-parities
Services Providers • Specialised corporate finance services
• Market studies
• Financial valuations
• Data collection and analysis
• Legal services
• Underwriting services
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